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The Honorable Jocelyn G. Boyd
Chief Clerk/Administrator

Public Service Commission of South Carolina

101 Executive Center Drive (29210)
Post Office Drawer 11649

Columbia, South Carolina 29211

RE: South Carolina Electric & Gas Company

Request for Approval of Third Amendment to Contract for Electric Service with

Michelin North America, Inc.

Dear Ms. Boyd:

Pursuant to 26 S.C. Code Ann. Regs. 103-303 (1976, as amended), South Carolina

Electric & Gas Company ("SCE&G" or "Company") hereby files with the Public Service

Commission of South Carolina ("Commission") and seeks approval of a Third Amendment

("Third Amendment") to the Contract for Electric Service ("Contract") between SCE&G and

Michelin North America, Inc. ("Michelin"), with such approval to be made effective as of May

8, 2011, the effective date of the Third Amendment) A summary of the key terms and

provisions of the Third Amendment is set forth below.

The Third Amendment is related to Michelin's recent decision to invest another $200

million in its facility in Lexington County, South Carolina, to further expand its tire building

capacity. It is SCE&G's understanding that, as part of this expansion, Michelin expects to create

270 new jobs, phased in over the next two years.

l On March 20, 1998, SCE&G and Michelin executed the Contract for electric service.

Under the Contract, SCE&G provided electric service to Michelin pursuant to the Company's

Commission-approved retail electric rate schedule Rate 23 and its Commission-approved Real

Time Pricing methodology. Because SCE&G was charging Michelin a rate for electric service

that had been previously approved by the Commission, SCE&G was not required to seek

Commission approval of the Contract. Likewise, the first and second amendments to the

Contract did not require Commission approval because those amendments did not alter or change
the rate under which SCE&G billed Michelin for electric service.
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Under the Third Amendment,SCE&G will provide electric service to Michelin's
expandedloadpursuantto the demandchargeset forth in the Company'sretail electric rate
scheduleentitled"Rate23- IndustrialPowerService"ascurrentlyapprovedby theCommission
andaneconomicdevelopmentcredit. Thereafter,Michelin will bebilled for electricityunder
Rate23.

Due to the commercialsensitivityandproprietarynatureof certain provisions of this

Third Amendment as well as the highly competitive nature of the industry in which Michelin

operates, the Company and Michelin respectfully request that the Commission find that the Third

Amendment contains protected information and issue a protective order barring the disclosure of

this agreement under the Freedom of Information Act, S.C. Code Ann. §§ 30-4-10 et seq., 26

S.C. Code Ann. Regs. 103-804(S)(1), or any other provision of law. Pursuant to S.C. Code Ann.

Regs. 103-804(S)(2), the determination of whether a document may be exempt from disclosure is
within the Commission's discretion.

To this end, and in accordance with Commission Order No. 2005-226, dated May 6,

2005, in Docket No. 2005-83-A, we enclose with this letter a redacted version of the Third

Amendment that protects from disclosure the sensitive, proprietary and commercially valuable

information, while making available for public viewing non-protected information. We also

enclose a copy of the unredacted Third Amendment in a separate, sealed envelope and

respectfully request that, in the event that anyone should seek disclosure of this unredacted Third

Amendment, the Commission notify SCE&G of such request and provide it with an opportunity

to obtain an order from this Commission or a court of competent jurisdiction protecting the Third
Amendment from disclosure.

Enclosed are the following:

(1) A true and correct copy of the original Third Amendment in a sealed

envelope marked "CONFIDENTIAL." Each page of the Third
Amendment is also marked "CONFIDENTIAL."

(2) Ten copies of a redacted copy of the Third Amendment for filing and

public disclosure.

By copy of this letter, we are providing the South Carolina Office of Regulatory Staff

("ORS") with a redacted copy of the Third Amendment for its records. Additionally, SCE&G

will make the original, unredacted copy of the Third Amendment available to ORS for its
review.

Thank you for your assistance and consideration of this matter. If you have any

questions, please do not hesitate to contact us at your convenience.

(Continued...)
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MWG/mcs
Enclosure

cc: JohnW. Flitter

Verytruly yours,

Matthew W. Gissendanner

Jeffrey M. Nelson, Esquire

(via hand delivery)
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ORIGINAL

Till RD AMENDMENTTO
CONTRACT FORELECTRICSERVICE

(CONTRACT#_2|

ThisThirdAmendment to Contract for F__JectrioService('Third Amendment') |s made and entered into
effediVO _#H _ . z.ot__ ('Effecllve Date') by and between South Carolina Electrlo& Gas Company
('Company" or "80E&_)'and Michelin North Anledoa, Ino. ('Customer').

RECITALS

WHEREAS, SCE&G and Customer are partiesto a Contract for Electdc Se_Ioe (No. E9805112) dated

Apdl 1, 1998 (the "Original Contract'), as amended on September 16, 2004 (the "FirstAmendment'), and as
amended on March 1,2006 (the "Second Amendment"), (collectively, the "Contract'); and

WHEREAS, Company and Customer now desire to amend lhe Contract In certain particulars.

NOW, therefore, for and in cons[deration of the mutual covenants herein contained, the partieshereto

agree as follows:

The following pages of the OriginalContractare eliminated In their entirety: Unnumbered page
beginningWith B. BASE RATE STRUCTURE through the end of numbered page 8, Exh_lt A (6 total
pages) and Exhibit B (1 totalpage). The initial term of this Third Amendment shall be ten (Z10)years
from Its Effective Date.

A__GCOUNTING)=OR EACH PLANT.

The) Contrant contemplated one account ('Lexington Site') based on colnddentalized demand end
arlthmeUcallyadded energy. Due to Customer requirementsfor accounting at the plant level
(hereinafter'U.S. 5" and "U.S. 7"), Company and Customer have agreed to billeach plant separately.
In keeping with the intent of the Contract.Customer and Company have agreed on the following

arrangements for bilrmg:

1. The Basic Facilities Charge as 18indicatedon Cornap___/'sIndustrialPower Sell, Rate 23

IPS !)_effect at the time of billingwill be allocated _ to U.S. 5..and B to U.S..7: _2. _e ntractDemandtscurrently_andlsall°catadw_th_t° U,U. bang
Amendment as Is

to U.S. 7. At the tholethat biltlngcommences
specified below, the Contrad Demand willbe allotted with to U. $. 5 and
to U. S. 7 as is provided In Paragraph 5 under Spedei Conditions below.

3. In any mc_nththat the power factm at the time of ¢olnctdental_ed kW demand of U.S. 5 & U.S. 7
is less than 85% power factor then s power factor penaltyshall be assessed in accordancewith
Company's Industrial Power Se_ce Rate 23 (.IPS) In effect at the t/me of billing.The power
factor penalty sha][ be assessed to the U.S. 5 and U.S. 7 billsbased on each plant's contdbutlon

to the power factor penalty.
4. Each month, the actusIdemand for each account shall be based on the norecoinc[dentpeak kW

demand of each lant. A Coincidental Demand Creditequal to _t_.:difference.bet_gen the
colnddental KW P;mand of both plants and adthmeti_ non'c°l__--'-_T_al_
5 & U.S. 7 time, the applicable Demand Rate shell be credit.edtl___

!



SPECIAL CONDITIONS

Customer Exparmlo__;
"_e (_u-stomarh=mcommittedto make an estimated $200,000,000 expansion at ItsLexington Site,

which It plsn_ _oofftda_ announce In May 20tt. This expansionwtil require about_ of additions!
capacity from the Company's MichelinSul0stat[onand will add additional load ('Expansion Load') to
Company's system as defined in paragraph4 below.

2. Equipment In.Service Date
The Equipment In-SaUce Data el_ll be defined as the date when Customer notifiesthe Companythat
the m;unufactudng equipment for lira ExpansionLoad has been installedend is opemtJ'onal,orOctober
12, 2012, whichever occurs first.Customer may at any time withinthe fLrst six (6) monthsfollowing the
Equfpment In-Service Data request for the EGonoml¢Development Credits (EDC)described belowto
begin. Such request shall be Inwritingwith 30 days notice. In the event Customer _oes not make such
reclu_t during thefirst.six month periodfollowingthe EquipmentIn.Service Date, the EDCs shall
begin automatically on the f'mstbillingperiod fallowingthe expirationo_the six month period.

3. E_onomic Development Credft_
Customer wtii be billed for ell service in accords.ncewith Company's IndustrialPower Se_lce Rate 23
LIPS) |n effect at the t[rne of billing,with Ihe exceptionof the U. $. 5 & U.S. 7 Expansion Loadwhk:h
will be bllted as descdl_d below.

Beglnrtlngwiththe Customer's first bill issued following the Equipment In-Se_vfceDate and extending
for a pedod of three (3) consecutive 12 month periods, the Customer's Expansion Load will be billed
aocorctingto a ContractRate, ¢on_sting of:.1) a Demand Charge and 21an E¢onomicDevelopment
Credff, as fo_owe:

1) _: The Customer's Demand Charge for the F_.xpansionLoad shallbe Demand
Charge for "All KW of BIl_ngDemand' inthe Company's IPS Rate 23, in effect at the time of
billing, applied to tl'_ BillingDemand kW as determinedby the Company.

2) _Econornlp Develogment Credit: The Customer's Economic Development Credit for the
Expansion Load shall be dstermined by multiplying the Econorn_ Development Credit
pei,_-ntage_ IIst_clbelow timesthe Demand Charge for the ExpanslonLoad: ....

Ar_endrnent Year
Year 1
Year 2
Year3

At the conclusiono! three years of reoe_ng EconomicDevelopment Credits underthisAmendment,
billingfor all service underthis Contractshall be in accordance withthe Company's Induslrial Power
Service Rate 23, In effed at the t_e of billing. The provkdons of the Section of thisThirdAmendment
entitled ACCOUNTING FOR E.ACH PLANT wll[contJ'nueduringthe term of this Third Amendment.
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Beginningwith the F_qulpmentIn-Service Date, the Expansion Load will be determined as the amount
by which the coinddental monthly peak demand exceeds the site's (includesboth U. S. 5 & U. S. 7
la_l) coincidental peak demand for the 12 month period beginningSeptember 2009 throughAugust
2010 as indk_atedbelow',

Expansion Baseline Peak Demand levels are as fotlow_:

January 2010 _ July20tO

February 2010 I_1 August2010

March 2010 _ September 2009

April2010 _ October 2009

May 2010 _J_ November 2009

• June 2010 _ December2009

6, Contract Demand

in the same bi0ingpedod that Custorru
Contract Demend shall be raised from
allocated.betWe(_n U. S, 5end U. 8. 7 aB follows:

Economic Development Credlls, the
This new Contract Demand shallbe

to U. S. 5 and _to U. S. 7.
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STANDA(_D, CONDITIONS

The folio.wfngtwo pmvistonsare added to the Standard Cond_ions of the Contract:

Credltworthlness: Company, In order to satisfy itself of the ability of the Customer to meet its
©b0gatler_ under the Conbsct, may conduotperiodic reasonable credit revtews inaccordanoe with
standard commercial practices. Customer agrees to assist inthese reviews by provfd[ngfinancial
informationend at the request of the Company, wiUmaint_n such credit support or surety Includingbut
not limited to, an unconditionalend Irrevocable letter of credit to provideadequate securityfor
protection =againstthe risk of nonpayment.

Aeergnment_ Neither Party shall a_s]gn thisAgreement or its r/ghtshereunder wlthout the priorwritten
oonsent of the other Party, which consent may be wlthhefd in the exercise of Its solediscretion.

The language in the Termination paragraph oontained in the Contract related to Demand Termination
Charges shall apply as follows:

The Termination paragraph inthe Contractstates "Customers who terminate pdor to the expirationof
the initial term or any extenstonthereof shalt also pay to Company a termination charge equal to g0%
of the maximum demand set during the term times the demand rate in effect atthe time of termination
times the number of months remaining in the contract period." In no case shall thisTermination Charge
exceed the E¢onon_c Development Credlb Issued priorto termination. For the purposesof calculating
the maximunl demand set during the term, the following shallapply:,

1. The underlying Contract dated April 1, lgg8 Is in "evergreen" status meaning It Is beyond the Initial
term of the Contract and the Termination notice is 12 months, The maximum demand set during the
term for the non-Expansion Load Is hereby agreed to be _90% of the maxlmum
Expansion Baseline Peak Demand level or IBI_I" 90%

2. The maximum demand set during the ten (10) year initial term of this Amendment for the Expa_ion
Load shall be g0% of highest Expansion Load (monthly kW demand for site load tess Expansion
Baseline Peak Demand level).

3. At the end of the irdUalterm or thisAmendment, all load w_llbe treated the same and vailbe subject
to the Termination paragraph In the Contract,

4. FadUty Termination shaft apply Ineither case above as outlined In Termination paragraph of
Contract.

REGULATORy APPROVAL_

The Customer agrees to support the Company In Its request to the Public Service Commission of South
Caro0na ('Commission') to protect the confidential informa0on contained within the Contract. This
Conlract is subject to the approval of the Commission, and any and all provisionsherein are subject to
change by order(s) of the Commission and the Customer agrees to support the Company In Its requesl
to the Commission seeking approval of the Contract.
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CONFIDENTIALITY

Company and Customer hereby agree to keep the terms of this Contract cont'identlaL Nellher party
she| d_mlose diredly or Indirectly withoutthe prior written consenl of. the other party Ihe terms of this
Conlractto a th/rdparty except (i) in oKlerto complywi'lhany applicabletaw,order, regulation,or exchange
n.de;(_ to Ihe extent necessary for (he enforcsmerdof this Contract;or ('d])to Its employees, lenders,
counsel account=hisand other agentson a need-to-_ow basis for the anatyslsof businessissues related
to thisContract,providedsuch personsshallhaveagreed to keep such terms confidential The extstenceof
lids Contract is not coNlde_aL

Except as nOtedherein, all otherprovisionsof the Contract sha/[ remain in fuUforce and effect. No
otherprovisions of the Contract are altered by this ThirdAmendment.

InWttness Whereof, the parties hereto have caused those presents to be duly executed ins _ d, day
of P1,_,_ ,2011.

_llchel|:_)rlh America, Inc.

,, %

W_am G. WQtldrts

Its: M_nager-Le_'geCustomer Accounts and S9rvlce,_


